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PAYMENT FOR LONG TERM NURSINGFACILITY SERVICES 
METHODS AND STANDARDS 

Payment is made for services providedin nursing facilities, including nursing facilities for the mentally
retarded, in accordance with Section 1902(a) (13) ofthe Social Security Act as amended. 

A. 	 Hospital-Based Facilities: (Hospital-based facility is defined as: a) a facility sharing acommon 
building or common tract of land with a hospital ownedor operated by the state, or an instrumentality 
or unit of government within the state, locatedwithin a county of apopulation of 100,000or less; or b) 
a facility (public or private) which prior to July 1, 1992, was paid for both inpatient hospital services 
under Attachment 4.19-A of the Medicaid State Plan and long-termnursing facility services under this 
section.) 

1. 	 Hospital-based nursing facility services are paid for under Medicare reasonable cost-based 
reimbursement principles, including the routine cost limitation (RCL).,and the lesser of cost or 
charges (LCC). 

Effective October 1,2001, hospital-basednursing facilities shall continue to be reimbursed 
under Medicare’s cost based reimbursementprinciples, along with the other provisions of 
paragraphs A.2 and A.3. 

Under this methodology, payment will follow any and all applicable Medicare upper payment
limitation (UPL) requirements such that payments will not exceed the UPL. The rates the State 
of Nevada would pay per day of nursing facility care comply with the Medicare upper payment
limit at 42 CFR 447.272,as amended. 

The routine cost limit (RCL) used in cost settlements will be $160.14 per day, effective October 
1, 200 1. This RCL will apply to cost reports ending on or after October 1, 200 1, and will only
apply to the portion of the cost report periodon or after October 1, 2001. For those cost reports
beginning prior to October 1, 200 1and ending on or after October 1, 2001,a weighted average
RCL will be used. The RCL applicable to the portion of the cost report period prior to October 
1, 2001 will be theper diem routine service cost paid to the facility during the most current cost 
report period ending prior to October 1, 2001. The RCL applicable to the portion of the cost 
report period on or after October 1,2001, will be the RCL of $160.14, as adjusted for inflation. 
For example: If a hospital-based facility with a June 30 year end was paid $140 per day for 
routine service cost during its year ending June 30, 2001, the $140 per day would be the RCL 
for this facility during the portion of the cost reporting year from July 1, 2001 through 
September 30,2001. The RCL for the remainder of the year ending June 30,2002 (October 1, 
2001 through June 30,2002)would bethe $160.14 RCL, as adjusted for inflation. 

The $160.14 RCL will be indexed (adjusted for inflation) from October 1,2001 to the midpoint
of the cost-reporting period to which it is applied. The nursing home without capital market 
basket index as published by DRI will be used in indexing the RCL. If this index ceases to be 
published, a comparable index willbe used. 

The Medicaid program will re-base the RCL every other year, beginning July 1, 2003, using
audited hospital-based nursing facility cost report data, input from the hospital-based nursing 
facility providers, and other information deemedappropriate. 
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2. 	 In no case may paymentforhospital-based nursing facilityservices exceed theprovider’s 
customary charges to the general publicfor these services. 

3 .  	 Each facility will receive interimpayments of the lower of 1)  billedcharges;or 2) an interimpayment 
percentage that is the ratio of costs to charges from the facility’s most recentlyauditedcost report. 
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B. 	 Free-standing Nursing Facilities (Free-standing nursing facility is defined as any other facility
providing nursing facility services, except hospital-basednursing facilities.): 

1. Reimbursement Methodology- January 1,2002 through June 30,2002: 

a. 	 In preparing the free-standing nursing facilities for a resource utilization group (RUG) 
based Medicaid reimbursement system, a transitional rate setting process will be adopted 
effective January 1,2002. The significant elementsof this system include the following: 

b. 	 Base operating rateswill be calculated for each facility effective January 1, 2002. The 
base operating rates will be calculated for each free-standing nursing facility using the 
weighted average operating rate for each facility effective October 1, 200 1, (excluding 
SNL-3 days and rates). The days used to prepare the weighted average operating rates 
will be paid nursing facility days from January 1, 2001 through June 30, 2001 (excluding 
SNL-3 days) as shown on apaid claims listing prepared in November 2001.Each 
facility's capital rate effective October 1, 200 1, will be added to their weighted average
operating rate.If the statewide Medicaid day weighted average operating and capital 
rates, calculated as described above, exceed the budget target rate of $121.02, a budget
adjustment factor will be employed to adjustthe calculated rates 'to meet the budget target. 

c. 	 For those facilities with unstable occupancy (i.e. facilities receiving their initial Medicaid 
certification on or after January 1, 2000), their base rate will be adjusted for changes in 
Medicaid acuity as follows: 

1. 	 A snapshot Medicaid average case mixindex (CMI) will be calculated for each 
facility effective October 1, 2001. 

2. 	 Medicaid average CMIs will be prepared for these facilities ;as of January 1, 2002 and 
April 1, 2002, using the same weights as were used to prepare the October 1, 2001 
snapshot. 

3. 	 The change in average Medicaid CMI, for each unstable occupancy nursing facility as 
measured from October 1,2001 to January 1,2002, and from October 1,2001 to April 
1, 2002, will be used to proportionally increase or decrease 40% of that facility's 
operating rate effective January 1, 2002and April 1,2002. 
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2. Reimbursement Methodology July 1,2002 through June 30,2003: 

a. 	 Effective July 1, 2002, each nursing facility’s base rate (the rate in effect for each facility 
on June 30, 2002) will be adjusted for the change in their average Medicaid CMI. The 
ratio to use in this calculation will be developed using as its numerator each facility’s 
simple average of their Medicaid CMI as of January 1, 2002 and April 1,2002. The 
denominator will be the simple average of each facility’s Medicaid CMI calculated as of 
October 1,2001 and January 1,2002. 

b. 	 The rates in 2.a.will be further acuity-adjusted quarterly. In preparing these rate 
adjustments, the denominator of the fraction described in item 2.a. above will remain 
unchanged for each facility. The numerator of the fraction for October 1,2002 adjustment 
will reflect the simple average of each facility’s Medicaid CMI[ as of April 1, 2002 and 
July 1,2002. The July 2002 and October 2002 average Medicaid CMI will be used in the 
January 1,2003 rate setting, while the October 2002 and January 2003 average Medicaid 
CMI will be used in the April 1,2003 rate adjustments. 

c. The acuity-adjusted rates, as described above in item2.a. and b., will be further adjusted 
by an adjustment factor to not exceed the industry Medicaid weighted average per patient 
day rate effective January 1, 2002 as described in B. 1. b. above. 

d. 	 40% of each facility’s weighted average operating rate will be subject to the acuity 
adjustments described in this section. 

e. 	 Facilities that were initially certified between July 1, 1999and December 31,1999,will 
have their rates adjusted to reflect the adjustments to rates that were made to unstable 
occupancy facilities during the period of January 1, 2002 thou,& June 30, 2002. These 
rate adjustments will be effective July 1, 2002. The intent of this provision is to treat 
facilities initially certified during this period as if they had been identified as unstable 
occupancy facilities during the period from January 1,2002 through June 30,2002. 
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